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1972 

Increase 

Net Sales . 

. . . . $828,408,328 

$699,221,122 

18% 

Net Earnings . 

Per Common Share .... 

.... $ 65,046,984 
. ... $ .89 

$ 60,512,908 
$ .83 

7% 

Dividends. 

Per Common Share .... 

.... $ 39,509,217 
. . . . $ .54 

$ 37,947,235 
$ .52 

4% 

Additions to Properties ... 

. . . . $ 35,312,286 

$ 29,110,888 

21% 
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TO OUR SHAREHOLDERS 

On behalf of the Board of Di¬ 
rectors, it is a pleasure to report 
to you on the results of our 1973 
worldwide operations. 

For the twenty-second consec¬ 
utive year, Kellogg sales and 
earnings reached record levels. 
Consolidated net sales of 
$828,408,328 were up 18.5% over 
1972, an increase of $129,187,206. 
This growth in dollar sales is, by 
far, the largest single year in¬ 
crease ever achieved by the 
Company. 

Net earnings were $65,046,984 
or 89 cents per common share, an 
increase of 7.5%. Dividends paid 
to holders of common stock 
amounted to 54 cents a share, an 
increase of 2 cents per share over 
1972, the maximum increase per¬ 
mitted under the Economic Stabi¬ 
lization Program guidelines. This 
marked the seventeenth consec¬ 
utive year that dividends have 
been increased. 

A number of significant devel¬ 
opments occurred during 1973 
which had a substantial impact 
upon the Company’s perfor¬ 
mance. The basic demand for 
Kellogg products exceeded ex¬ 
pectations by a wide margin. Two 
factors appear to have contrib¬ 
uted to this result. Product im¬ 
provements made in recent years, 
combined with aggressive mar¬ 
keting efforts, have attracted and 
intensified consumer interest in 
our basic product lines. Also a 
factor during much of 1973 was 



W. E. LaMOTHE 
President 


the relatively attractive retail 
price of Kellogg products, which 
has lagged behind the price in¬ 
flation of food products generally. 

The increasing cost of nearly 
all vital raw materials and difficul¬ 
ties in obtaining needed supplies 
became major management con¬ 
cerns during 1973. Procurement 
problems are not isolated to any 
single country or manufacturing 
location — they are worldwide in 
scope. 

The U. S. Economic Stabiliza¬ 
tion Program has allowed the 
Company to recover cost in¬ 
creases of food raw materials as 
they have been incurred. Under 
the program, however, the re¬ 
covery of other cost increases has 
required burdensome prenotifica¬ 
tion which has prevented timely 
reflection of such costs in our 
selling prices. Recent reports in¬ 
dicate that these controls and re¬ 
strictions may be discontinued in 
the near future. 

Shortages of energy, grains, 
and packaging materials—all key 
elements in our ability to produce 
— prompted a number of new 
conservation measures and 
scheduling changes. The close 
cooperation of our employees, 
customers, and suppliers has 
been instrumental in maintaining 
a constant production flow 
throughout the year. We welcome 
this opportunity to express our 
appreciation for their efforts and 
understanding. 


To meet the new levels of de¬ 
mand now being experienced, 
the Company has announced a 
major expansion of its U.S. facil¬ 
ities and is also planning substan¬ 
tial expenditures in a number of 
overseas operations. Capital 
spending was stepped up to 
$35,312,286 in 1973 and is ex¬ 
pected to increase substantially 
during 1974. 

Our Company, since its incep¬ 
tion, has attempted to maintain a 
consumer-oriented point of view 
in both its products and prac¬ 
tices. A philosophy of this nature 
requires constant inputs and 
adaptation to remain attuned to 
changing consumer needs and 
expectations. During the past 
year, a number of new programs 
were placed into action covering 
our products, packaging, and 
communications, which have 
met with both acceptance and 
acclaim. 

A number of changes in man¬ 
agement were announced during 
the past year and are reported in 
more detail in the following 
pages. It is noteworthy to mention 
here that on August 20, 1973, Mr. 
Lyle C. Roll announced his deci¬ 
sion to relinquish his duties as 
Chairman of the Board of Direc¬ 
tors, a position he has filled for 
the past eleven years. Mr. Roll will 
remain on the Kellogg Board in 
the position of Vice-Chairman and 
Chairman of the Executive Com¬ 
mittee, and his continuing coun¬ 
sel will be invaluable as we look 
to the future. 

In assuming our new responsi¬ 
bilities, we are greatly encour¬ 
aged by opportunities we see 
ahead for Kellogg Company and 
the dedication of Kellogg men 
and women in meeting new chal¬ 
lenges. To our shareholders we 
express sincere thanks for your 
confidence and support. Working 
together, we believe 1974 will be 
a year of continued sales and 
earnings growth. 

Sincerely, , /-n 



President 


Corporate Offices 

Battle Creek, Michigan 49016 

March 1, 1974 




1973 OPERATIONS 


MARKETING 

Remarkable sales growth was 
achieved throughout the year of 
1973. Consumer demand in¬ 
creased in nearly every product 
category in which the Company 
competes. The ready-to-eat cereal 
industry experienced an excep¬ 
tionally good growth year—a pat¬ 
tern evident in numerous coun¬ 
tries around the world. 

Continuing efforts to broaden 
Kellogg’s worldwide line of both 
cereal and non-cereal products 
resulted in 42 product introduc¬ 
tions during 1973. In many cases, 
these were products totally new 
to the Company and, in other 
cases, the products were proven 
successes introduced into new 
markets. In the United States, 
STUF, a skillet-prepared stuffing 
mix, achieved national distribu¬ 
tion; EGGO BLUEBERRY WAF¬ 
FLES were expanded into re¬ 
gional markets; and COUNTRY 
MORNING, a new natural cereal 
product, entered test markets. 

The ready-to-eat cereal market 
experienced an increasing em¬ 
phasis on granola and natural ce¬ 
reals throughout the world this 
past year prompting the entry of 
numerous new brands and com¬ 
panies. Pictured in this report are 
a number of new Kellogg prod¬ 
ucts developed by our U.S. and 
subsidiary operations to meet this 
popular and growing trend. Com¬ 
petition in the ready-to-eat cereal 
market remains intense and, while 
the pace of innovation and 
change has quickened, the op¬ 
portunities for growth have been 
enhanced. 

Considerable efforts were ex¬ 
pended during 1973 to broaden 
the Company’s nutrition fortifica¬ 
tion practices throughout its sub¬ 
sidiary operations. The intent of 
this program is to assure that 
Kellogg cereals fulfill the maxi¬ 
mum nutrition need of consumers 
in the various markets served. Ob- 
taining needed dietary infor¬ 
mation and consulting with local 
officials regarding existing resto¬ 
ration and fortification regulations 
are necessary elements in ad¬ 
vancing these efforts. Progress to 
date is encouraging. 

Among the many significant 


changes occurring in our society 
and economy is the growing de¬ 
sire of consumers for more infor¬ 
mation concerning the products 
they buy and consume. This 
heightened interest has created 
new opportunities to communi¬ 
cate with consumers on subjects 
such as diet and nutrition, which 
previously commanded the atten¬ 
tion of relatively few. 

The products of the cereal in¬ 
dustry have long been among the 
most carefully labeled in the food 
field. It appears that an increas¬ 
ing number of consumers are us¬ 
ing nutritional composition infor¬ 
mation in selecting products. In 
recent months, Kellogg cereal 


packages have carried additional 
nutritive value data and a new 
easily understood date code has 
also been adopted. 

Nutrition education was ex¬ 
tended into advertising in a major 
way during 1973. Kellogg adver¬ 
tising stressing nutrition received 
consumer attention as well as 
awards from nutrition educational 
and home economics groups. 
Company sponsored television 
messages to children concerning 
the importance of breakfast in the 
diet were introduced during 1973 
and received considerable ac¬ 
claim for their public service 
worth. 










The great-tasting nutritional partners 
you can recommend with confidence. 

Milk and Cereal Each is a good 
source ol nutrients Together 
they provide patients with even 
greater amounts of good-tasting 
nutrition The chart tells what 
each contributes to America’s 
most famous breakfast partnership 


great-tasting nutrition. 


Current Kellogg advertising is an extension of 
the long term interest in nutrition and nutrition 
education. Results of recent research indicate 
there is a continuing need to encourage people 
to eat a better breakfast. 

Advertising provides an excellent means of con¬ 
veying this important information. 

This page illustrates some of Kellogg’s recent 
print and television advertising. 



Relative contribution of the nutrients in a serving of 


1 oz. Kellogg's Corn Flakes" and 4 oz. Vitamin D Fortified Whole Milk: 


% of total 


% of total 

% 

Nutrient 

contributed by 


contributed 

U.8. 


the cereal 


by the milk 

RDA 

Iron 

100 


0 

10 

Folic Acid 

100 


0 

25 

Niacin 

98 

% of Total Nutrients in Cereal 

2 

25 

Vitamin C 

94 


6 

25 

Thiamine 

91 
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25 

Vitamin B& 

91 
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25 

Vitamin A 

88 


12 

25 

Riboflavin 

68 
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35 

Calories 

58 


42 
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Vitamin D 

50 


50 

25 

Protein 

33 


67 
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Magnesium 

14 

% of Total Nutrients in Milk 

86 
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Phosphorus 

9 
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99 
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« Kellogg Company © 1973 Kellogg Company *u s RDA for calories not established 



Television messages to children 
stress importance of a complete 
breakfast. 



Grcai-iasting nutrition. 

The body needs to break the fast of night So there is 
Kellogg s Special K. milk, fruit, toast and juice 
Good nutrition—great taste The whole family will 
entoy breakfast with Special K. America s favorite 
high-protein cereal. The best to you each morning 







































































MANUFACTURING — 

CAPITAL EXPANSION 

The rapid acceleration in de¬ 
mand for Kellogg products cre¬ 
ated a need to advance a number 
of expansion programs. Capital 
expenditures in 1973 were 21.3% 
above year-ago levels and will in¬ 
crease significantly in the months 
ahead. Among projects under 
way are the following: 

• Installation of a second gravure 
printing press at the Battle 
Creek Plant. 

• Acquisition of adjacent land 
and expansion of cereal manu¬ 
facturing capacity at our Mem¬ 
phis Plant. 

• Acquisition of 100 additional 
railway cars to enhance cus¬ 
tomer service capability in the 
United States. 

• Completion of waffle pro¬ 
duction facilities in Toronto, 
Canada. 

• Initial construction phase of a 
new office complex in the 
Toronto area to house our Ca¬ 
nadian main offices, as well 
as leasing space for other 
businesses. 

• Inauguration of a new cereal 
plant in Queretaro, Mexico. 

• Various additions to plants and 
offices in Australia, Denmark, 
Germany, Venezuela, and the 
Fearn International facilities in 
Franklin Park, Illinois, and At¬ 
lanta, Georgia. 

A continuing effort to improve 
efficiency and long-term profit¬ 
ability prompted decisions to 
close two plants during 1973. A 
Salada plant in Woburn, Massa¬ 
chusetts, ceased operations early 
in 1974 and production is being 
consolidated in Little Falls, New 
York. Kellogg Frozen Foods, Inc., 
which was engaged in the pro¬ 
duction and sale of frozen snack 
foods, was dissolved late in 1973 
and its plant in Fountain Inn, 
South Carolina, was closed. 

MANAGEMENT CHANGES 

Several changes in manage¬ 
ment responsibilities were an¬ 
nounced during the past year. 

Mr. J. E. Lonning, President 
and Chief Executive Officer, was 
named to succeed Mr. L. C. Roll 
as Chairman of the Board upon 
Mr. Roll’s decision to vacate this 


position. Mr. Lonning will con¬ 
tinue as the Company’s Chief Ex¬ 
ecutive Officer. Succeeding Mr. 
Lonning as President is Mr. W. E. 
LaMothe. Mr. LaMothe formerly 
held the position of Executive 
Vice President and Chief Operat¬ 
ing Officer. He remains the Com¬ 
pany’s Chief Operating Officer. 

Elected to the Board of Direc¬ 
tors during 1973 was Mr. John 
Sugden, Senior Vice President- 
Corporate Development. 

Mr. P. D. Custer, Senior Vice 
President-Personnel and Organi¬ 
zation Planning, retired following 
36 years of loyal service to Kel¬ 
logg Company and the Battle 
Creek community. Mr. R. B. Cran- 
dell, Vice President, Treasurer 
and Assistant Secretary, retired 
with 40 years of devoted service. 
We welcome this opportunity to 
acknowledge the many contribu¬ 
tions these men have made in for¬ 


warding the Company’s growth. 
Mr. J. C. Melangton was promoted 
to the position of Treasurer and 
Assistant Secretary upon Mr. 
Crandell’s retirement. 

The following changes were 
announced during 1973 by Mr. J. 
F. Hurley, President of Kellogg In¬ 
ternational. To better serve the 
growing potential in the European 
areas, a new Continental Europe 
Division was formed. Named Vice 
President and Director of Opera¬ 
tions was Mr. D. L. Stevenson, for¬ 
merly Managing Director of Kel¬ 
logg Company of Great Britain, 
Limited. Mr. J. A. Adams assumed 
new responsibilities as Vice Pres¬ 
ident, Director of Operations of 
United Kingdom and Ireland. 

Retiring from his post as Chair¬ 
man of Kellogg Company of South 
Africa (Proprietary) Limited was 
Mr. J. F. Malone following 37 
years of dedicated service. 

























Above is photo of new plant facility in Queretaro, Mexico 
dedicated in June 1973. This plant has 140,000 square feet 
of production and warehouse area and 10,000 square feet 
of office space. 

Inset shows the Governor of Queretaro at dedication 
ceremony. 
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To the left is an architectural drawing of 
new office building now under construction in 
Rexdale, Canada, a suburb of Toronto. 

Three floors are to be administrative offices of the 
Company and remainder of space will be leased. 










FINANCIAL REVIEW 


Net sales growth recorded dur¬ 
ing 1973 reflects increasing de¬ 
mand experienced by nearly all 
units of the Company. Total net 
sales increased by 18.5% and 
the portion accounted for by 
operations outside North America 
showed a 21.4% gain. 

Consolidated net earnings 
reached $65,046,984, an increase 
of 7.5% over 1972. Total earnings 


for the year amounted to 89 cents 
per common share compared to 
83 cents per share in 1972. The 
per-share figures reported reflect 
a 100% common stock distribu¬ 
tion which occurred during the 
year and, in effect, doubled the 
number of outstanding shares. 

Dividends paid to holders of 
common and preferred shares 
amounted to $39,509,217 during 


1973, an increase of 4.1%. Total 
dividends paid represent 60.7% 
of Company profits for the year. 

Capital expenditures increased 
sharply and reached a record 
$35,312,286. The increased 
spending reflects the need for ca¬ 
pacity expansion to meet growing 
sales demand. 


NET SALES 

MILLIONS 

OF 

DOLLAFIS 



NET EARNINGS 

MILLIONS 

OF 

DOLLARS 



NET EARNINGS 
& DIVIDENDS PAID 

— PER SHARE EARNINGS 


DOLLARS 


DIVIDENDS 



CAPITAL ADDITIONS 


MILLIONS 

OF 

DOLLARS 





















































KELLOGG COMPANY 
and Subsidiary Companies 


CONSOLIDATED STATEMENTS OF EARNINGS 


1973 1972 


Net Sales . 

Interest and Other Income 


Costs and Expenses: 

Cost of goods sold. 

Selling, general and administrative expenses 
Interest expense . 

Earnings before Income Taxes . 

Estimated Income Taxes: 

United States Federal — 

Current. 

Net deferred. 

Foreign — 

Current. 

Net deferred. 

State and Local — Current . 


Net Earnings for the Year ... 
Earnings Per Common Share 


$828,408,328 

7,098,727 

835,507,055 

539,586,878 

164,385,543 

3,387,650 

707,360,071 

128,146,984 


45,900,000 

(500,000) 

9,700,000 

2,500,000 

5,500,000 

63,100,000 

$ 65,046,984 

$ .89 


$699,221,122 

5,238,121 

704,459,243 

436,481,783 
148,565,956 
1,498,596 

586,546,335 

117,912,908 


36,100,000 

800,000 

12,300,000 

2,000,000 

6 , 200,000 

57,400,000 

$ 60,512,908 

$ .83 


See accompanying Notes to Financial Statements. 


REPORT OF INDEPENDENT ACCOUNTANTS 
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To the Stockholders and 
Board of Directors of 
Kellogg Company 



In our opinion, the accompanying 
consolidated balance sheets and 
the related consolidated state¬ 
ments of earnings, stockholders 
equity and of changes in financial 
position present fairly the financial 
position of Kellogg Company and 
its subsidiaries at December 31, 


1973 and 1972, the results of their 
operations and the changes in fi¬ 
nancial position for the years then 
ended, in conformity with gener¬ 
ally accepted accounting princi¬ 
ples consistently applied. Our ex¬ 
aminations of these statements 
were made in accordance with 


generally accepted auditing stan¬ 
dards and accordingly included 
such tests of the accounting rec¬ 
ords and such other auditing pro¬ 
cedures as we considered neces¬ 
sary in the circumstances. 

j dujt Ca 


Battle Creek, Michigan 
February 11,1974 











































KELLOGG COMPANY 
and Subsidiary Companies 


CONSOLIDATED BALANCE SHEETS at December 31 


CURRENT ASSETS: 1973 

Cash, including certificates of deposit of $55,084,873 in 1973 and 

$51,300,000 in 1972 . $ 66,329,947 

United States Government Securities and Other Short-Term Investments, 

at cost (approximate market). 4,500,417 

Accounts Receivable, less allowances of $550,450 in 1973 and 

$532,000 in 1972. 49,846,514 

Inventories: 

Raw Materials and Supplies. 61,729,949 

Finished Goods and Materials in Process . 40,320,150 

Prepaid Taxes and Other Expenses. 14,823,959 

Total Current Assets. $237,550,936 

PROPERTY, PLANT AND EQUIPMENT. 208,478,920 

OTHER ASSETS: 

Excess of Cost Over Net Assets of Companies Acquired . 19,023,385 

Other Investments. 1,954,109 

Patents, Trade-Marks and Goodwill . 1 


$467,007,351 


CURRENT LIABILITIES: 

Accounts Payable. $ 37,023,569 

Foreign and Other Loans. 23,258,708 

Accrued Salaries and Wages. 4,271,631 

Other Current Liabilities. 33,585,080 

Estimated Income Taxes . 22,104,476 

Total Current Liabilities . $120,243,464 

LONG-TERM FOREIGN LOANS. $ 9,041,254 

DEFERRED INCOME TAXES. $ 18,278,401 


STOCKHOLDERS EQUITY: 

31/2% Cumulative Preferred Stock, $100 Par Value — 
Authorized and issued 
85,513 shares, less 61,526 shares in treasury 


(89,263 less 64,946 in 1972) . $ 2,398,700 

Common Stock, $.50 Par Value — 

Authorized 80,000,000 shares in 1973 and 40,000,000 in 1972; 

issued 73,105,631 shares in 1973 and 36,432,807 shares in 1972. 36,552,816 

Capital in Excess of Par Value. 14,918,934 

Retained Earnings. 265,573,782 

Total Stockholders Equity . $319,444,232 


$467,007,351 


1972 

$ 56,037,214 
2,648,562 
42,116,922 

42,648,552 

33,478,825 

12,565,902 

$189,495,977 

191,801,678 


19,023,385 
1,641,280 
_ 1 

$401,962,321 


$ 31,521,090 
9,755,478 
4,675,000 
24,041,668 
15,211,0 98 

$ 85,204,334 
$ 9,186,220 
$ 16,032,969 


$ 2,431,700 


18,216,404 

12,614,338 

258,276,356 

$291,538,798 


$401,962,321 


See accompanying Notes to Financial Statements. 













































KELLOGG COMPANY 
and Subsidiary Companies 


CONSOLIDATED STATEMENTS 
OF CHANCES IN FINANCIAL POSITION 


FINANCIAL RESOURCES WERE PROVIDED BY: 


Net Earnings for the Year. 

Depreciation . 

Non-Current Deferred Income Taxes . 

. $ 65,046,984 

. 16,228,374 

. 2,245,432 

$ 60,512,908 
14,190,806 
2,449,273 

Working Capital Provided by Operations. 

. $ 83,520,790 

$ 77,152,987 

Sale of Properties and Change in Other Assets. 

Increase in Long-Term Foreign Loans . 

Issue of Common Stock . 

. 2,093,841 

. 669,573 

. 2,389,193 

4,238,627 

3,832,033 

1,130,072 


$ 88,673,397 

$ 86,353,719 

FINANCIAL RESOURCES WERE USED FOR: 

Additions to Properties. 

Cash Dividends. 

Reduction in Long-Term Foreign Loans . 

Purchase of Preferred Stock for Treasury . 

. $ 35,312,286 

. 39,509,217 

. 814,539 

. 21,526 

$ 29,110,888 
37,947,235 
1,413,726 
21,627 


$ 75,657,568 

$ 68,493,476 

INCREASE IN WORKING CAPITAL 

. $ 13,015,829 

$ 17,860,243 


ANALYSIS OF CHANGES IN WORKING CAPITAL 

INCREASE (DECREASE) IN CURRENT ASSETS: 


Cash. 

United States Government Securities and 

Other Short-Term Investments. 

Accounts Receivable . 

Inventories. 

Prepaid Taxes and Other Expenses. 

. $ 10,292,733 

. 1,851,855 

. 7,729,592 

. 25,922,722 

. 2,258,057 

$ 8,566,161 

(4,871,975) 

4,215,528 

4,458,984 

630,222 


$ 48,054,959 

$ 12,998,920 

(INCREASE) DECREASE IN CURRENT LIABILITIES: 

Accounts Payable. 

Foreign and Other Loans. 

Accrued Salaries and Wages. 

Other Current Liabilities. 

Estimated Income Taxes . 

. $ (5,502,479) 

. (13,503,230) 

. 403,369 

. (9,543,412) 

. (6,893,378) 

$ (6,321,048) 
5,709,732 
(1,758,000) 
1,123,186 
6,107,453 


$(35,039,130) 

$ 4,861,323 

INCREASE IN WORKING CAPITAL 

. $ 13,015,829 

$ 17,860,243 


See accompanying Notes to Financial Statements. 






















































KELLOGG COMPANY 
and Subsidiary Companies 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY 



Preferred 

Common 

Capital in 
Excess of 

Retained 


Stock 

Stock 

Par Value 

Earnings 

Balance, January 1,1972 . 

. $2,464,900 

$18,187,116 

$11,501,981 

$235,710,683 

Net earnings for the year 1972 . 

Dividends declared: 

Preferred Stock — $3.50 a share. 

Common Stock — $ .52 a share . 

Stock options exercised. 


29,288 

1,100,784 

60,512,908 

(85,726) 

(37,861,509) 

Preferred stock purchased for treasury . 

Balance, December 31,1972 . 

. (33,200) 

. $2,431,700 

$18,216,404 

11,573 

$12,614,338 

$258,276,356 

Net earnings for the year 1973 . 

Dividends declared: 

Preferred Stock — $3.50 a share. 

Common Stock — $ .54 a share . 

Stock options exercised. 


96,071 

2,293,122 

65,046,984 

(84,497) 

(39,424,720) 

Preferred stock purchased for treasury . 

Par value of 36,480,681 common shares 
issued as a 100% stock distribution . 

. (33,000) 

18,240,341 

11,474 

(18,240,341) 

Balance, December 31,1973 . 

. $2,398,700 

$36,552,816 

$14,918,934 

$265,573,782 


NOTE 1 — SUMMARY OF ACCOUNTING POLICIES: 
CONSOLIDATION 

The consolidated financial statements include the ac¬ 
counts of Kellogg Company and its wholly-owned sub¬ 
sidiaries. Significant intercompany transactions have 
been eliminated in consolidation. 

FOREIGN CURRENCY TRANSLATION 

Assets and liabilities of foreign operations are translated 
into United States dollars at year-end rates of exchange, 
except property, plant and equipment (and related de¬ 
preciation) are translated at historical rates. Income and 
expense accounts, except depreciation, are translated 
at the monthly average rates prevailing during the year. 
Net gains and losses from translations are included in 
current income for the years and are not significant. 

INVENTORIES 

Inventories are valued at the lower of cost (principally 
average) or market. 

PROPERTY, PLANT AND EQUIPMENT 

Fixed assets are stated at cost. The cost of depreciable 
property, plant and equipment is depreciated over esti¬ 
mated useful lives using straight-line methods at rates 
averaging 2.7% for buildings and 6.4% for machinery 
and equipment. Expenditures for maintenance and re¬ 
pairs are charged against income; renewals and better¬ 
ments are capitalized. The cost of property sold or other¬ 
wise retired together with related accumulated depreci¬ 
ation, is eliminated from the accounts and gains or losses 
on disposition are reflected in income. 


INTANGIBLE ASSETS 

The ‘‘excess of cost over net assets of companies ac¬ 
quired” is not being amortized because, in the opinion 
of the Company, there has been no diminution in value. 

INCOME TAXES 

Income taxes have been provided for differences be¬ 
tween depreciation, other expenses and income as re¬ 
corded for financial statement and for tax reporting 
purposes. Investment tax credits, which amounted to 
$850,000 in 1973 and $960,000 in 1972, have been used 
to reduce current income tax provisions. 

No provision has been made for additional United States 
income taxes relating to undistributed earnings of for¬ 
eign subsidiaries since the Company intends to invest 
such earnings permanently, or the taxes payable on dis¬ 
tribution of foreign earnings are expected to be substan¬ 
tially offset by tax credits. The cumulative amounts of 
undistributed earnings at December 31, 1973 and 1972 
were approximately $72,000,000 and $66,000,000, 
respectively. 

RESEARCH AND DEVELOPMENT 

Research and development expenditures applicable to 
development and improvement of new products, pro¬ 
duction processes and packaging are expensed in the 
year incurred. 

RETIREMENT PLANS 

The Company and its subsidiaries have established vari¬ 
ous profit-sharing, savings, and pension plans to provide 
retirement benefits for officers and employees. Expense 








































to the Company and its subsidiaries (and amount funded) 
under these plans was approximately $14,800,000 in 
1973 and $12,100,000 in 1972. The Company’s policy is 
to fund pension costs accrued. Unfunded vested benefits 
are not significant. 

EARNINGS AND DIVIDENDS PER COMMON SHARE 

Earnings per common share are computed by dividing 
net earnings by the monthly weighted average number 
of shares outstanding, after deducting preferred stock 
dividends. References in 1973 and 1972 to per share 
amounts and price per share reflect a 100% common 
stock distribution in 1973. 

NOTE 2 —FOREIGN OPERATIONS: 


The consolidated financial statements include the fol¬ 
lowing amounts applicable to operations outside North 
America: 



1973 

1972 

Assets . 

$109,627,000 

$ 92,996,000 

Liabilities . 

54,195,000 

40,284,000 

Net sales. 

201,275,000 

165,731,000 

Net earnings. 

7,885,000 

7,239,000 

NOTE 3 — PROPERTY, PLANT AND EQUIPMENT: 


1973 

1972 

Land . 

$ 10,521,903 

$ 9,591,125 

Buildings . 

97,463,475 

90,851,566 

Machinery and equipment 

220,851,084 

205,865,722 

Construction in progress 

18,900,697 

13,548,012 


347,737,159 

319,856,425 

Less-Accumulated 

depreciation: 

Buildings. 

29,487,024 

27,234,825 

Machinery and 

equipment. 

109,771,215 

100,819,922 


139,258,239 

128,054,747 

$208,478,920 

$191,801,678 


Depreciation expense amounted to $2,292,647 in 1973 
for buildings and $13,935,727 for machinery and equip¬ 
ment. Corresponding amounts for 1972 were $2,404,890 
and $11,785,916, respectively. 

NOTE 4 —FOREIGN LOANS: 

Foreign loans at December 31, 1973 are payable in in¬ 
stallments from 1974 to 1982 at interest rates from 3V2% 
to 14%. Loans of approximately $4,825,000 in 1973 and 
$4,880,000 in 1972 are secured by property, plant and 
equipment. Maturities during the five years ending De¬ 
cember 31, 1978 are listed below: 


1974 .$20,558,708 

1975 . 1,185,327 

1976 . 814,508 

1977 . 1,828,607 

1978 . 4,838,690 


NOTE 5 — PREFERRED STOCK: 

The Company may redeem its outstanding preferred 
shares at a price of $101.50 currently ($100 after 1985). 
Each year the Company must offer to purchase 3,750 
shares of preferred stock at a current maximum price of 
$100.50 ($100 after 1975), or apply previously acquired 
shares (61,526 shares in treasury at December 31, 1973) 
against this requirement. 

NOTE 6 —STOCK OPTIONS: 

At December 31, 1973, 274,400 shares of common stock 
were available for granting of options under stock op¬ 
tion plans; 831,101 shares were under option at prices 
from $9.94 to $14.94 a share, of which 649,701 were exer¬ 
cisable. Shares under the various options are exercis¬ 
able over four years, beginning one year from date of 
grant. Options granted are at market value of common 
stock at date of grant. 


The following table sets forth certain other information: 



1973 

1972 

Options granted (shares) . 

.... — 

291,000 

Price per share . 

_ _ 

$ 14.94 

Options exercised (shares) .... 

.... 240,017 

117,150 

Average exercise price. 

.$ 9.95 

$ 9.56 

Options cancelled (shares) .... 

.... 2,600 

24,400 


NOTE 7 — INCOME TAXES: 

Income tax returns filed by the Company have been ex¬ 
amined by the Internal Revenue Service and issues have 
been settled through December 31, 1971. The effect of 
the settlement on 1973 and 1972 income was not 
significant. 

NOTE 8 — FEDERAL TRADE 
COMMISSION PROCEEDING: 

In 1972 the Federal Trade Commission commenced a 
proceeding against Kellogg Company and three other 
cereal manufacturers, charging that these companies 
have maintained a “highly concentrated, non-competitive 
market structure” in violation of the Federal Trade Com¬ 
mission Act. The complaint seeks such relief as is sup¬ 
ported by an adjudicative record, including but not lim¬ 
ited to divestiture of assets, licensing of trademarks, pro¬ 
hibition of future acquisitions of competitors, prohibition 
of any practices found to be anti-competitive, and peri¬ 
odic review of the provisions of any order that may be 
entered. It is the position of Kellogg Company that it 
has not violated the Act and the Company, therefore, 
has contested the charges. 
































TEN YEAR FINANCIAL REVIEW 


NET SALES 

% Increase over previous year 

EARNINGS BEFORE INCOME TAXES 

INCOME TAXES 

NET EARNINGS 

% Increase over previous year 

CASH DIVIDENDS: 

On 3V2% Preferred Stock 

On Common Stock 

INCREASE IN RETAINED EARNINGS 

DEPRECIATION 

NET EARNINGS per Share 
on Common Stock* 

CASH DIVIDENDS per Share 
on Common Stock* 

CURRENT ASSETS 

CURRENT LIABILITIES 

WORKING CAPITAL 

PROPERTY, PLANT AND 
EQUIPMENT (Net) 

TOTAL ASSETS 

ADDITIONS TO PROPERTIES 

COMMON STOCKHOLDERS’ EQUITY 

NUMBER OF COMMON STOCKHOLDERS 


Dollars in Thousands (Except per share figures) 


1973 

1972 

1971 

1970 

1969 

1968 

1967 

1966 

1965 

1964 

$828,408 

$699,221 

$677,051 

$614,412 

$566,339 

$486,807 

$461,689 

$442,560 

$392,857 

$355,995 

18% 

3% 

10% 

8% 

16% 

5% 

4% 

13% 

10% 

9% 

128,147 

117,913 

111,752 

101,490 

95,770 

92,635 

81,271 

75,084 

66,132 

67,444 

63,100 

57,400 

56,700 

51,900 

50,600 

49,600 

39,800 

36,000 

30,300 

34,300 

65,047 

60,513 

55,052 

49,590 

45,170 

43,035 

41,471 

39,084 

35,832 

33,144 

7% 

10% 

11% 

10% 

5% 

4% 

6% 

9% 

8% 

16% 

84 

86 

86 

89 

92 

94 

98 

100 

103 

157 

39,425 

37,862 

36,340 

32,526 

29,058 

27,236 

23,588 

21,784 

19,954 

18,172 

7,297 

22,566 

18,626 

7,903 

16,020 

15,705 

17,785 

17,200 

15,775 

14,815 

16,228 

14,191 

15,236 

13,600 

12,904 

11,579 

11,027 

11,114 

9,467 

8,166 

.89 

.83 

.76 

.68 

.62 

.59 

.57 

.54 

.50 

.46 

.54 

.52 

.50 

.45 

.40 

.38 

.33 

.30 

.28 

.25 

237,551 

189,496 

176,497 

158,846 

150,469 

162,348 

139,427 

126,394 

111,005 

105,674 

120,244 

85,204 

90,066 

79,007 

78,218 

69,874 

60,732 

60,880 

56,540 

56,123 

117,307 

104,292 

86,431 

79,839 

72,251 

92,474 

78,695 

65,514 

54,465 

49,551 

208,479 

191,802 

180,572 

168,673 

158,739 

132,842 

127,499 

116,354 

107,820 

92,097 

467,007 

401,962 

378,282 

347,135 

331,085 

297,308 

268,050 

243,358 

218,866 

202,468 

35,312 

29,111 

33,738 

26,356 

24,624 

18,797 

17,277 

22,962 

19,823 

20,227 

317,046 

289,107 

265,400 

245,347 

228,079 

211,842 

194,450 

175,507 

159,328 

142,050 

17,389 

16,398 

17,343 

15,523 

14,604 

13,858 

12,880 

12,257 

11,192 

10,512 


Adjusted to give effect to 100% stock distribution in April 1973 and August 1970. 


BOARD OF DIRECTORS 


A. H. AYMOND 
Chairman and President 
Consumers Power Company 

NORMAN BRISTOL 
Senior Vice President 

GEORGE CHAMPION 
President 

Economic Development Council 
of New York City, Inc. 

D. M. HARRISON 
Executive Vice President 

J. F. HURLEY 
Executive Vice President 

W. E. LaMOTHE 
President 

E. M. LEAVER 
Former Vice Chairman 
of the Board 

J. E. LONNING 
Chairman of the Board 

E. W. MORRIS 


OFFICERS 



H. M. List C. A. Tornabene 

Senior Vice President Executive Vice President 

Advertising Marketing 



L C. Roll W. E. LaMothe J. E. Lonning 

Vice Chairman of the Board and President and Chief Chairman of the Board and 

Chairman of Executive Committee Operating Officer Chief Executive Officer 



Norman Bristol J. F. Hurley J. R. O'Brien 

Senior Vice President. Executive Vice President Vice President, Corporate 

General Counsel International Operations Counsel and 

and Secretary Assistant Secretary 


Chairman of the Board 
W. K. Kellogg Foundation 

W. T. REDMOND 
Vice President 

L. C. ROLL 

Vice Chairman of the Board 

P. H. SMUCKER 
Chairman and President 
The J. M. Smucker Co. 

J. O. SNOOK 
Member 

Concannon, Dillon, Snook 
and Morton, Attorneys 

JOHN SUGDEN 
Senior Vice President 

E. J. SWAN 
Vice President 

C. A. TORNABENE 
Executive Vice President 

K. V. ZWIENER 
Former Chairman 

Harris Trust and Savings Bank 



J. 0. Forbes 

John Sugden 

J. H. Hopper 

D. R. Wilson 

P. J. Kehoe 

D. M. Harrison 

Vice President 

Senior Vice President 

Vice President 

Vice President 

Vice President 

Executive Vice President 

Process Development 

Corporate Development 

Director of Food 
Research 

Engineering 

Manufacturing Services 

Production 



R. L. Burrows 

V. E. Kronemeyer 

T. R. Sykes 

E. J. Swan 

W. T. Redmond 

J. C. Melangton 

Vice President 

Vice President 

Vice President 

Vice President 

Vice President 

Treasurer and Assistant 

Industrial Purchasing 

Grain Procurement 

Traffic 

Finance 

Controller 

Secretary 
















UNITED STATES AND CANADA 




KELLOGG SALES COMPANY 
Battle Creek, Michigan 

C. A. TORNABENE 
Chairman and President 

R. C. FOX 

Executive Vice President and 
General Sales Manager 

R. A. McNICOL 
Executive Vice President 

R. C. BLAND 
Vice President 

F. J. CLEVELAND 
Vice President 

K. E. ENGLERT 
Vice President 

H. M. LIST 
Vice President 

E. M. RENGER 
Vice President 


EASTERN REGION 

F. J. ELLER 

Vice President, Regional Manager 

Division Sales Managers 

R. B. CHAPIN 
Boston, Mass. 

R. D. SMITH 
Columbia, Md. 

C. P. DAVIDSON 
New York, N. Y. 

D. A. BARAGAR 
Philadelphia, Pa. 

C. B. HERN 
Pittsburgh, Pa. 

SOUTHERN REGION 

A. E. HOWELLS 

Vice President, Regional Manager 

Division Sales Managers 

A. J. SIMPSON 
Atlanta, Ga. 

F. G. NORRIS 
Dallas, Texas 

D. L. EVANS 
Jacksonville, Fla. 

R. L. BARBEE 
Memphis, Tenn. 

UNITED STATES PLANTS 


CENTRAL REGION 

A. C. ASTBURY 

Vice President, Regional Manager 

Division Sales Managers 

H. PACK 
Chicago, III. 

T. W. HOLYCROSS 
Cincinnati, Ohio 

B. C. IRVIN 
Detroit, Mich. 

L. D. HAMRICK 
Minneapolis, Minn. 

J. L. McCALL 
St. Louis, Mo. 

WESTERN REGION 

E. C. GUINN 

Vice President, Regional Manager 

Division Sales Managers 

B. G. BAKER 
Los Angeles, Calif. 

F. B. DRASS 

San Francisco, Calif. 

R. L. EVERSON 
Seattle, Wash. 


Battle Creek, Michigan 

C. C. BURRY 
Plant Manager 


San Leandro, California 

W. A. PORTER 
General Manager 


Omaha, Nebraska 

W. H. WILLIAMS 
General Manager 


Memphis, Tennessee 

F. J. POHL 
General Manager 


FEARN INTERNATIONAL INC. 

R. L. NICHOLS 
President 

Plant Locations 

Franklin Park, Illinois 
Los Angeles, California 
San Jose, California 
Atlanta, Georgia 

SALADA FOODS INC 

W. M. WILBUR 
President 

Plant Locations 

Little Falls, New York 
Plant City, Florida 


CANADA 

Kellogg Company of Canada, Limited 
Salada Foods Ltd. 

G. D. ROBINSON 
Chairman and President 

Plant Locations 

London, Ontario 
Toronto, Ontario 
Alliston, Ontario 
Montreal, Quebec 




KELLOGG INTERNATIONAL 


J. F. HURLEY 
President 


H. L. GREEN 
Vice President, 
Director Marketing Services 


UNITED KINGDOM & IRELAND 

J. A. ADAMS 

Vice President, Director of Operations 

Kellogg Company of Great Britain, Limited 

J. A. ADAMS 

Chairman, Managing Director 

Askeys Limited (England) 

C. V. GRINDLE 
Managing Director 

CONTINENTAL EUROPE 

D. L. STEVENSON 

Vice President, Director of Operations 

Kellogg’s Food Products S.A. (Belgium) 

E. NURENBERG 
General Manager 

Nordisk Kellogg’s A/S (Denmark) 

M.HANSEN 
Managing Director 

Kellogg’s Produits Alimentaires (France) 

J. GALLE 
General Manager 

Kellogg (Deutschland) GmbH 

H. J. RUTER 
Managing Director 

AFRO-AUSTRALASIA 

W. C. NICOLSON 

Vice President, Director of Operations 

Kellogg (Australia) Proprietary, Limited 

W. M. McGILVRAY 
Managing Director 

Kellogg (Japan) K.K. 

J.T. SHIKAMI 
President 

Kellogg Company of South Africa 
(Proprietary) Limited 

D. A. WOOD 
Managing Director 


W. A. CAMSTRA 
Vice President, 
International Development 


LATIN AMERICA 

E. A. JIMENEZ 

Vice President, Director of Operations 

Kellogg Company Argentina, S.A.C.I.F. 

H. UDEL 

General Manager 

Produtos Alimenticios Kellogg’s Limitada 
(Brazil) 

C. S. MIRANDA 
General Manager 

Kellogg de Colombia, S.A. 

M.TORIZ 
General Manager 
Kellogg de Centro America, S.A. (Guatemala) 
C. E. RECHANI 
General Manager 
Kellogg de Mexico, S.A. de C.V. 

L. A. WILLIAMS 
General Manager 

Alimentos Kellogg, S.A. (Venezuela) 

A. MARRERO, JR. 

General Manager 


CARIBBEAN 

Salada Foods Jamaica Limited* 

P. S. JOHNSON 
Managing Director 

Salada Belize Limited 

R. J. HARRIS 
Managing Director 

Caribbean Foods Limited** 

* 50% ownership 
** 75% ownership 


MANUFACTURING LOCATIONS 


Sydney, Australia 
Manchester, England 
Aylesbury, England 
Springs, South Africa 
Queretaro, Mexico 
Dublin, Ireland 
Auckland, New Zealand 


Helsinki, Finland 
Lenzburg, Switzerland 
Bogota, Colombia 
Maracay, Venezuela 
Bremen, Germany 
Osterholz-Scharmbeck, Germany 
Sao Paulo, Brazil 


Svendborg, Denmark 
Takasaki, Japan 
Kingston, Jamaica 
Buenos Aires, Argentina 
Guatemala City, Guatemala 
Stann Creek, Belize, C.A. 


INTERNATIONAL ADVERTISING 
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